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UNCLAS ROME 11135 

E.O. 11652: N/A 
TAGS: MASS 

SUBJ: ITALIAN CONTRIBUTION TO SUPPORT OF ODC 
REF: A. 76 ROME 18490, B. ROME 1763 

1. IN RESPONSE TO MISSION'S REGULAR (ANNUAL CYCLE) REQUEST 
FOR REIMBURSEMENT OF ADMINISTRATIVE EXPENSES OF ODC (IN 
ACCORDANCE PARA. IV) MUTUAL DEFENSE ASSISTANCE AGREEMENT OF 
JANUARY 27, 1950), MOD HAS FOR FIRST TIME INVOKED CONSULTATIVE 
PROVISIONS OF AGREEMENT. IN SUBSEQUENT NEGOTIATIONS, MOD 

AGREED TO REIMBURSEMENT ON BASIS OF ADMINISTRATIVE COSTS ASSOCIATED 
DIRECTLY WITH SERVICES PERFORMED TO THE BENEFIT OF THE ITALIAN 
DEFENSE ESTABLISHMENT, 75 PERCENT OF THE AMOUNT WE SUBMITTED 
AS THE ODC BUDGET. LACKING WASHINGTON GUIDANCE (SEE REFTEL 
B), EMBASSY HAS ACCEPTED THAT LEVEL OF PAYMENT. 

UNCLASSIFIED 

UNCLASSIFIED 

PAGE02 ROME 11135 081215Z 

2. THE MOD HAS NOT YET RESPONDED OFFICIALLY TO THE EARLIE 
MISSION REQUEST FOR THE CUSTOMARY REIMBURSEMENT OF MAAG 
ADMINISTRATIVE EXPENDITURES FOR FY 76 TOTALING $583,000.00. 

MOD HAS TAKEN POSITION, WARRANTED IN OUR VIEW, THAT A SIGNIFICANT 
PART OF THE UNUSUALLY HIGH EXPENDITURE IN OUR BUDGET SUBMISSION 
FOR FY 76 REFLECTS SOME COSTS RELATED TO U.S. ACTIVITIES 
THAT WERE PRIMARILY UNILATERAL IN INTEREST, INCLUDING COSTS 
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ASSOCIATED WITH THE CONVERSION OE THE MAAG TO THE ODC. ALTHOUGH 
IT IS DIEEICULT TO WEIGH THE BENEEITS TO ITALY OR TO THE US 
OE SPECIFIC MAAG (OR ODC) ACTIVITIES WE BELIEVE THE ITALIAN 
POSITION TO BE JUSTIFIED IN GENERAL. UNLESS THE DEPARTMENT 
PERCEIVES ANY IMPEDIMENT, WE PROPOSE TO SUGGEST OUR WILLINGNESS 
TO ACCEPT A 25 PERCENT "DISCOUNT" ON THE EY 76 BUDGET AS WELL. 

3. THE ADMINISTRATIVE COST OE THE ODC WILL BE CONSIDERABLY 
LESS IN THE EUTURE. WE EXPECT THE EY 77 BUDGET TO BE APPROXIMA- 
TELY $265,000. IN SUBSEQUENT YEARS IT WILL BE EVEN LESS. 

IE WE ACCEPT A 75 PERCENT REIMBURSEMENT EROM THE MOD AS A 
BENCHMARK EOR THE FUTURE, THE EISCAL BUREN ON THE MOD AND THE 
CORRESPONDING BENEEIT TO THE US ARE MARGINAL. HOWEVER, THE 
MISSION BELIEVES THAT ITALIAN SUPPORT (AT ANY REASONABLE 
LEVEL) OE THE ODC IS PSYCHOLOGICALLY IMPORTANT IN UNDERLINING 
THE "MUTUAL" PART OP OUR SECURITY PARTNERSHIP WITH ITALY, 

AND IT SHOULD CONTINUE.GARDNER 
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